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PORT ST JOHNS LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION 
For the year ended 30 June 2009 


NET ASSETS AND LIABILITIES 

Net assets 

Reserves 

Accumulated surplus / (deficit) 

Non-current liabilities 
Non-current provisions 


Current liabilities 

Current provisions 
Creditors 

Unspent conditional grants and receipts 
Bank overdraft 

Current portion of long-term liabilities 

Total Reserves and Liabilities 
ASSETS 

Non-current assets 

Property, plant and equipment 
Investment properties carried at fair value 

Current assets 

Inventory 

Consumer debtors 
Other debtors 
VAT 

Call investment deposits 
Bank balances and cash 

Total Assets 


Note 2009 

R 


12 264 755 

11 929 392 
335 364 


1 


2 

3 

4 
12 


37 394 866 


29 199 652 

5 

6 


8 195 214 

7 

8 

9 

10 
11 
12 


37 394 866 


154 134 
2 383 232 
58 832 
5 180 593 
218 534 
199 889 


29 199 649 
3 


127 144 


25 002 966 


20 414 633 
3 115 325 
1 473 008 


2008 

R 


929 492 

11 929 392 
(10 999 900) 


23 528 703 

168 421 
14 326 206 
3 010 800 
5 779 807 
243 469 


24 458 195 


15 985 360 

15 985 360 


8 472 835 

112 266 
3 040 303 
2 754 283 
2 030 980 
532 902 
2 102 


24 458 195 
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PORT ST JOHNS LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
For the year ended 30 June 2009 


REVENUE 

Property rates 
Service charges - refuse 
Rental of facilities 

Interest earned - external investments 
Interest earned - outstanding debtors 
Fines 

Licences and permits 
Government grants and subsidies 
Other income 

Gains on disposal of property, plant and equipment 

Total Revenue 


Note 

2009 

2008 


R 

R 

13 

2 887 593 

2 889 521 

14 

802 589 

631 997 


65 581 

31 688 


26 561 

7 938 


- 

15 028 


11 519 

74 710 


67 422 

61 097 

15 

51 277 922 

32 857 221 


177 692 

101 433 


- 

8 799 999 


55 316 879 

45 470 632 


EXPENDITURE 


Employee related costs 

16 

17 129 523 

16 524 937 

Remuneration of Councillors 

17 

5 948 180 

5 016 095 

Bad debts 


4 060 996 

6 075 320 

Depreciation 


- 

- 

Repairs and maintenance 


1 744 400 

899 918 

Interest paid 

18 

467 800 

1 738 794 

General expenses 


22 884 548 

12 122 704 

Total expenditure 


52 235 446 

42 377 769 

SURPLUS FOR THE YEAR 


3 081 433 

3 092 863 
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PORT ST JOHNS LOCAL MUNICIPALITY 
STATEMENT OF CHANGES TO NET ASSETS 
For the year ended 30 June 2009 



Capitalisation 

Reserve 

Total 

Reserves 

(Accumulated 
Deficit) / 
Accumulated 
Surplus 

Total 

2008 

Balance at 01 July 2007 

Correction of prior period error 

Loss on disposal of Property, plant 
and equipment 

Surplus for the year 

21 302 226 
(9 372 834) 

21 302 226 
(9 372 834) 

(13 891 806) 

(32 536) 
3 092 863 

7 410 420 
(9 372 834) 

(32 536) 
3 092 863 


11 929 392 

11 929 392 

(10 831 479) 

1 097 913 

2009 





Balance at 01 July 2008 

Change in accounting policy 

11 929 392 

11 929 392 

(10 831 479) 
(168 421) 

1 097 913 
(168 421) 

Balance at 01 July 2008 

Correction of error (note 21) 

Surplus for the year 

11 929 392 

11 929 392 

(10 999 900) 
8 253 831 

3 081 433 

929 492 

8 253 831 

3 081 433 


11 929 392 

11 929 392 

335 364 

12 264 755 
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PORT ST JOHNS LOCAL MUNICIPALITY 

CASH FLOW STATEMENT 

For the year ended 30 June 2009 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and other 
Cash paid to suppliers and employees 
Cash generated by / (utilised in) operations 

Investment income 
Interest paid 

NET CASH FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 

Notional proceeds (current year) on disposal of property, 

plant and equipment 

Acquisition of Investment Properties at fair value 
Decrease in long-term receivables 

NET CASH FROM INVESTING ACTIVITIES 

CASH FLOWS FROM FINANCING ACTIVITIES 

Increase in non-current provisions 
Loans repaid 

NET CASH FROM FINANCING ACTIVITIES 

NET INCREASE IN CASH AND CASH 
EQUIVALENTS 

Cash and cash equivalents at the beginning of the 
year 

Cash and cash equivalents at the end of the year 


2009 

2008 

R 

R 

55 290 317 

36 647 667 

(37 553 713) 

(37 785 898) 

17 736 605 

(1 138 231) 

26 561 

22 966 

(467 800) 

(1 738 794) 

17 295 367 

(2 854 059) 

(13 232 293) 

(3 467 909) 

3 

8 800 000 

(3) 

- 

■ 

72 548 

(13 232 293) 

5 404 639 

127 144 


- 

(226 529) 

127 144 

(226 529) 



4 190 218 

2 324 051 

(5 244 803) 

(7 568 854) 

(1 054 586) 

(5 244 803) 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


1. BASIS OF ACCOUNTING 
1.1 Basis of presentation 

The annual financial statements have been prepared in accordance with the modified Standards of Generally 
Recognised Accounting Practices (GRAP), Generally Accepted Municipal Accounting Practices (GAMAP) and the 
Generally Accepted Accounting Practice (GAAP) with the early adoption of some of the requirements exempted in 
Gazette 30013 of 27 June 2007. The standards are summarised as follows: 

GRAP 1 Presentation of Financial Statements 

GRAP 2 Cash Flow Statements 

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 The Effects of Changes in Foreign Exchange Rates 

GRAP 5 Borrowing costs 

GRAP 6 Consolidated financial statements and accounting for controlled entities 

GRAP 7 Accounting for Investments in Associates 

GRAP 8 Financial Reporting of Interests in Joint Ventures 

GRAP 9 Revenue from Exchange Transactions 

GRAP 10 Financial reporting in hyperinflationary economies 

GRAP 11 Construction contracts 

GRAP 12 Inventories 

GRAP 13 Leases 

GRAP 14 Events After the Reporting Date 

GRAP 16 Investment property 

GRAP 17 Property, Plant and Equipment 

GRAP 19 Provisions, Contingent Liabiliities and Contingent Asset 

GRAP 100 Non-current assets held for sale and discontinued operations 

GRAP 101 Agriculture 

GRAP 102 Intangible assets 


Where there is no equivalent standard of GRAP or IPSAS an International Financial Reporting Standard (IFRS) that 
is effective forms part of the GRAP reporting framework. This applies to the accounting standards detailed below: 

IAS 12 (AC102) Income Taxes 

IAS 14 (AC 115) Segment reporting 

IAS19 (AC 116) Employee benefits 

IAS20 (AC 134) Accounting for government grants and disclosure of government assistance 
IAS24 (AC 126) Related party disclosures 

IAS26 (AC 136) Accounting and rereporting by retirement benefit plans 
IAS29 (AC 124) Financial reporting in hyperinflationary economies 

IAS 30 (AC 120) Disclosures in the financial statements of banks and similar financial institutions 

IAS 32 (AC 125) Financial instruments: Disclosure and presentation 

IAS 33 (AC 104) Earnings per share 

IAS 34 (AC 127) Interim Financial Reporting 

IAS 36 (AC 128) Impairment of assets 

IAS 39 (AC 133) Financial instruments: Recognition and measurement 
IFRS 02 (AC 139) Share-based payment 
IFRS 03 (AC 140) Business combinations 
IFRS 04 (AC 141) Insurance contracts 

IFRS 06 (AC 143) Exploration for and evaluation of mineral resources 
IFRS 07 (AC 144) Financial Instruments: Disclosures 

Exemptions from these standards as they relate to the interim arrangements on the implementation of GRAP are 
detailed under each relevant accounting policy note below as they apply to the municipality. 

Page 66 



PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


1.2 Presentation currency 

These annual financial statements are presented in South African Rand, which is the functional 
currency of the municipality. 

1.3 Going concern assumption 

These annual financial statemetns have been prepared on the assumption that the municipality will 
continue to operate as a going concern for at least the next 12 months. 

1.4 Comparative information 

Budget information in accordance with GRAP 1 and 24 has been provided in an annexure to these financial 
statements and forms part of the annual financial statements. 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting 
errors have been identified in the current year, the correction is made retrospectively as far as is practicable, and the 
prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the current 
year, the adjustment is made retrospectively as far practicable and the prior year comparatives are restated 
accordingly. 


1.5 Accounting policies, changes in accounting estimates and errors 

The municipality has taken advantage of the interim arrangements with respect to the implementation of GRAP. 
Accordingly and with respect to Directive 4 the municipality is not required to identify the impact of GRAP standards 
that have been issued but are not yet effective. 

2. RESERVES 

2.1 Capitalisation Reserve 

On the implementation of GAMAP / GRAP, the balance of certain funds, created in terms of the various Provincial 
Ordinances applicable at the time, that had historically been utilised for the acquisition of items of property, plant and 
equipment have been transferred to a Capitalisation Reserve instead of the accumulated surplus in terms of a 
directive by National Treasury. The purpose of this reserve is to promote consumer equity by ensuring that future 
depreciation expenses that will be incurred over the useful lives of these items of property, plant and equipment are 
offset by transfers from this reserve to the accumulated surplus. 

The balance on the Capitalisation Reserve equals the carrying value of the items of property, plant and equipment 
financed from the legislated funds. When items of property, plant and equipment are depreciated, a transfer is made 
from the Capitalisation Reserve to the accumulated surplus. 

When an item of property, plant and equipment is disposed, the balance in the Capitalisation Reserve relating to such 
items is transferred to the accumulated surplus. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 
2.2 Government Grant Reserve 

When items of property, plant and equipment are financed from government grants, a transfer is made from the 
accumulated surplus to the Government Grants Reserve equal to the Government Grant recorded as revenue in the 
Statement of Financial Performance in accordance with a directive issued by National Treasury. When such items of 
property, plant and equipment are depreciated a transfer is made from the Government Grant to the accumulated 
surplus. The purpose of this policy is to promote community equity by ensuring that the future depreciation expenses 
that will be incurred over the useful lives of government grant funded items of property, plant and equipment are 
offset by transfers from this reserve to the accumulated surplus. 

When an item of property, plant and equipment is disposed, the balance in the Government Grant Reserve relating to 
such item is transferred to the accumulated surplus. 


2.3 Revaluation Reserve 

The surplus arising from the revaluation of land and buildings is credited to a non-distributable reserve. The 
revaluation surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation reserve 
to the accumulated surplus. On disposal, the net revaluation surplus is transferred to the accumulated deficit while 
gains or losses on disposal based on revalued amounts, are credited or charged to the Statement of Financial 
Performance. 


3. PROPERTY, PLANT AND EQUIPMENT 
3.1 Initial Recognition 


Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in 
the production or supply of goods or services and for administrative purposes and are expected to be used during 
more than one year. Items of property, plant and equipment are initially recognised as assets on acquisition date and 
are initially recorded at cost. The municipality has applied the transitional provision, within GRAP17 - Property, plant 
and equipment, as it relates to measurement and therefore the cost of the assets have been recorded at provisional 
amounts, namely at R1 per major asset category. There has been no subsequent measurement of property, plant 
and equipment and therefore no depreciation has been accounted for in the annual financial statements. The 
municipality has till the end of June 2011 to measure property, plant and equipment in terms of GRAP17. 

When significant components of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the 
cost is deemed to be a provisional amount. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at the 
provisional amount. 


Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality expects to 
use them during more than one period. Similarly, if the major spare parts and servicing equipment can be used only 
in connection with an item of property, plant and equipment, they are accounted for as property, plant and equipment. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


3. PROPERTY, PLANT AND EQUIPMENT (Cont.) 

3.2 Subsequent measurement - revaluation model (Land and Buildings) 

The municipality has applied the transitional provisions within GRAP17 - Property, plant and equipment and therefore 
there has been no subsequent measurement. The municipality is in the process of ascertaining values for the assets 
and this is required to be performed by 30 June 2011. 

3.3 Depreciation and impairment 

As the municipality has applied the transitional provision within GRAP17 - Property, plant and equipment as relates to 
measurement, no depreciation has been accounted for in the annual financial statements. 

3.4 Derecognition 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or 
retirement of an item of property, plant and equipment is determined as the difference between the sales proceeds 
and the carrying value and is recognised in the Statement of Financial Performance. 


4. INVESTMENT PROPERTY 

4.1 Initial recognition 


Investment property includes property (land or a building, or a part of a building, or both land or buildings held under 
an operating lease) held to earn rentals and / or for capital appreciation, rather than hel to meet service delivery 
objectives, production or supply of goods or services or the sale of an asset in the ordinary course of operations. 
Investment properties are initially recognised as assets on acquisition date and are initially recorded at cost. The 
municipality has applied the transitional provision, within GRAP17 - Property, plant and equipment (inclusive of 
investment property), as it relates to measurement and therefore the cost of the assets have been recorded at 
provisional amounts, namely at Rl. There has been no subsequent measurement of property, plant and equipment 
and therefore no depreciation has been accounted for in the annual financial statements. The municipality has till the 
end of June 2011 to measure property, plant and equipment in terms of GRAP17. 

Where an investment property is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be a provisional amount. 


Where an investment property is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at the provisional amount. 

4.2 Subsequent measurement - revaluation model (Investment property) 

The municipality has applied the transitional provisions within GRAP17 - Property, plant and equipment (inclusive of 
investment property) and therefore there has been no subsequent measurement. The municipality is in the process 
of ascertaining values for the assets and this is required to be performed by 30 June 2011. 

4.3 Depreciation and impairment 

As the municipality has applied the transitional provision within GRAP17 - Property, plant and equipment as relates to 
measurement, no depreciation in respect of investment property has been accounted for in the annual financial 
statements. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


4. INVESTMENT PROPERTY (Cont.) 

4.4 Derecognition 

Items of Investment Property are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or retirement 
of an item of property, plant and equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 


5. TRADE AND OTHER RECEIVABLES 

Trade and other receivable are categorised as frinancila assets: loans and receivables and are initially recognised at 
fair value and subsequently carried at amortised cost. Amortised cost refers to the initial carrying amount, plus 
interest, less repayments and impairments. An estiments is made for doubful receivables based on a review of all 
outstanding amounts at year-end. Significant financial diffculties of the debtor, probability that the debtor will enter 
bankruptcy or financila reorganisation, and default or delinquency in payments (more than 30 days overdue) are 
considered indicators that the trade receivable may be impaired. Impairments are determined by discounting 
expected future cash flows to their present value. Amounts that are receivable within 12 months from the reporting 
date are classified as current. 


An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through the 
use of an allowance account, and the amount of loss is recognised in the Statement of Financial Performance within 
operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent recoveries of amounts 
previously written off are credited against operating expenses in the Statement of Financial Performance. 


6. TRADE PAYABLES AND BORROWINGS 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial liabilities held at 
amortised cost, are initially recognised at fair value and subsequently measured at amortised cost which is the initial 
carrying amount, less repayment, plus interest. 


7. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents 
are short-term highly liquid investments, readily convertible into known amounts of cash, that are held with registered 
banking institutions with maturities of three months or less and are subject to an insignificant risk of change in value. 
For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held with 
banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets, loans 
and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on the bank overdraft are expensed as 
incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial liabilities 
carried at amortised cost. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


8. INVENTORIES 
8.1 Initial Recognition 


The municipality has taken advantage of the transitional arrangements in the implementation of GRAP, accordingly 
the municipality is exempted from complying with GAMAP 12 to the extent that it relates to immovable capital assets. 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary course of business. 
Inventories are initially recognised at cost. Cost generally refers to the purchase price, plus taxes, transport costs 
and any other costs in bringing the inventories to their current location and condition. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e non-exchange transaction), the 
cost is deemed to be equal to the fair value of the item on the date acquired. 

8.2 Subsequent Measurement 


Inventories, consisting of consumable stores, raw materials, working-in-progress and finished goods, are valued at 
the lower of cost and the net realisable value unless they are to be distributed at no or nominal charge, in which case 
they are measured at the lower of cost and current replacement cost. Redundant and slow-moving inventories are 
identified and written down in this way. Differences arising on the valuation of inventory are recognised in the 
Statement of Financial Performance in the year in which they arose. The amount of any reversal of any write-down of 
inventories arising from an increase in net realisable value or current replacement cost is recognised as a reduction in 
the amount of inventories recognised as an expense in the period in which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, written off 
or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 

In general, the basis of allocating cost to inventory items is the first-in, first-out method. 

9. FINANCIAL INSTRUMENTS 

The municipality has taken advantage of the interim arrangements with respect to the implementation of GRAP this 
with specific reference to IAS 39 (AC 133) being the initial measurement of financial assets and liabilities at fair value. 
Accordingly, financial assets and liabilities are initially recognised at cost. 


10. INVESTMENTS 


Investments which include listed government bonds, unlisted municipal bonds, fixed deposits and short-term deposits 
invested in registered commercial banks, are categorised as either held-to-maturity where the criteria for that 
categorisation are met, or as loans and receivables, and are measured at amortised cost. Where investments have 
been impaired, the carrying value is adjusted by the impairment loss, which is recognised as an expense in the period 
that the impairment is identified. Impairments are calculated as being the difference between the carrying amount 
and the present value of the expected future cash flows flowing from the instrument. On disposal on an investment, 
the difference between the net disposal proceeds and the carrying amount is charged or credited to the Statement of 
Financial Performance. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


11. PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it 
is probable than an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate of the provision can be made. Where the effect is material, non-current provisions are discounted to 
their present value using a pre-tax discount rate that reflects the market's current assessment of the time value of 
money, adjusted for risks specific to the liability (this for example applies in the case of obligations for the 
rehabilitation of the landfill site). 

The municipality does not recognise a contingent liability or contingent asset. A contigent liability is disclosed unless 
the possibility of an outflow of resources embodying economic benefits is removed. A contingent asset is disclosed 
where an inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected In the amount of the provision 
where there is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not 
taken Into account In measuring a provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised and measured as a provision. 

12. LEASES 

12.1 Municipality as lessee 


Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an 
asset are transferred to the municipality. Property, plant and equipment or intangible assets subject to finance lease 
agreements are Initially recognised at the lower of the asset's fair value and the present value of the minimum lease 
payments. The corresponding liabilities are initially recognised at the Inception of the lease and are measured as the 
sum of the minimum lease payments due In terms of the lease agreement, discounted for the effect of interest. In 
discounting the lease payments, the municipality uses the interest rate that exactly discounts the lease payments and 
unguaranteed residual value to the fair value of the asset plus any direct costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting 
policies applicable to property, plant, equipment or intangibles. The lease liability is reduced by the payments which 
are allocated between the lease finance cost and the capital repayment using the effective interest rate method. 
Lease finance costs are expensed when incurred. The accounting policies relating to depreciation of financial 
instruments are applied to lease payables. 

Operating leases are those leases that do not fall within the scope of the above definition. Operating leases are 
accrued and accounted for on a stralght-llne basis over the term of the relevant lease, this on the basis of the of the 
cash flows in the lease agreeement. The principle of smoothing the current and future lease payments has not been 
applied. Notwithstanding the exemptions on the recognition of operating lease agreement, the municipality has early 
adopted IAS 17 (AC 105). 


12.2 Municipality as lessor 


Rental Income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


13. CONDITIONAL GRANTS AND RECEIPTS 

Revenue from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligation embodied in the agreement. To the extent that the 
criteria, conditions or obligations have not been met a 

14. REVENUE 

14.1 REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in return for services 
rendered/goods sold, the value of which approximates the consideration received or receivable. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight line basis over the term of the lease 
agreement. 


Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is passes 
to the consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the principal) is 
limited to the amount of any fee or commission payable to the municipality as compensation for executing the agreed 
services. 

The municipality has opted to take advantage of the exemption on accounting for revenue in terms of GRAP 09. That 
means revenue has initially been measured at cost and not at fair value wherein all future receipts are discounted at 
the imputed rate of return. 


14.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality received revenue from 
another entity without directly giving approximately equal value in exchange. Revenue from non-exchange 
transactions is generally recognised to the extent that the related receipt or receivable qualifies for recognition as an 
asset and there is no liability to repay the amount. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges are 
recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time 
proportionate basis. 

Fines constitute both spot fines and summons. Revenue from spot fines and summons is recognised when payments 
is received, together with an estimate of spot fines and summons that will be received based on past experience of 
amounts collected. 
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PORT ST JOHNS LOCAL MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
For the year ended 30 June 2009 


14.2 REVENUE FROM NON-EXCHANGE TRANSACTIONS (Continued) 

Revenue from public contributions and donations is recognised when all the conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, when such items of 
property, plant and equipment qualifies for recognition and first becomes available for use by the municipality. Where 
public contributions have been received but the municipality has not met the related conditions, a deferred income 
(liability) is recognised. 

Contributed propety, plant and equipment is recognised when such items of property, plant and equipment qualifies 
for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (56 of 2003) and is recognised when 
the recovery thereof from the responsible counciirs or officials is virtually certain. 


15. GRANTS, TRANSFERS AND DONATIONS 

IAS 20 (AC 134) has been early adopted. 

Grants, transfers and donations received are recognised when the resources that have been transferred meet the 
criteria for recognition as an asset. A corresponding liability is raised to the extent that the grant, transfer or donation 
is conditional. The liability is transferred to revenue as and when the conditions attached to the grant are met. 
Grants without any conditions attached are recognised as revenue when the asset is recognised. 

16. UNAUTHORISED EXPENDITURE 


Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (56 of 
2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance. 

17. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), 
the Municipal Systems Act (32 of 2000), the Public Office Bearers Act (20 of 1998) or is in contravention of the 
Municipality's Supply Chain Management Policy. Irregular expenditure is accounted for as an expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

18. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement 
of Financial Performance and where recovered, it is subsequently accounted for as revenue in the Statement of 
Financial Performance. 
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19. BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifying assets are 
capitalised to the cost of that asset unless it is inappropriate to do so. The municipality ceases the capitalisation of 
borrowing costs when substantially all the activities to prepare the asset for its intended use or sale are complete. It 
is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capital 
asset acquired cannot be adequately established. Borrowing costs incurred other than on qualifying assets are 
recognised as an expense in surplus or deficit when incurred. 

20. RETIREMENT BENEFITS 

The municipality operates a defined contribution plan in the form of a provident fund scheme covering employees. 
The assets of the scheme are held separately from those of the municipality and are administered by the scheme’s 
trustees. Contributions to the defined contribution retirement benefit plan are recognized as an expense when 
employees have rendered service entitling them to contributions. 

21. IMPAIRMENT OF ASSETS 

The municipality has taken advantage of the transitional arrangements with respect to IAS 36 (AC 128) impairment of 
assets, meaning that the municipality is exempted from complying with this standard. 

22. SEGMENT REPORTING 

The municipality has taken advantage of the transitional arrangements with respect to IAS 14 (AC 115) segment 
reporting, accordingly the municipality is exempted from complying with this standard. 

23. EVENTS AFTER THE REPORTING DATE 


The municipality considers events that occur after the reporting date for inclusion in the annual financial statements. 
Events that occur after the reporting date (30 June 2009) and the date on which the audit of the financial statements 
is completed (30 June 2009) are considered for inclusion in the annual financial statements. 
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2009 

R 


1 NON-CURRENT PROVISIONS 

Provision for rehabilitation of landfill sites 

Total Non-Current Provisions 

The provision for rehabilitation of landfill sites relates to the legal 
obligation to rehabilitate landfill sites used for waste disposal. It Is 
calculated as the present value of the future obligation, discounted 
at 9.6 over an average period of 11 years. 

The movement in the non-current provision is reconciled as follows: - 

127 144 


127 144 

2 CURRENT PROVISIONS 

Current portion of long-service provision (see note 1) - 


Provision for rehabilitation of landfill sites: 
Balance at the beginning of year 
Contributions to provision 
Expenditure incurred 
Increase in provision due to discounting 
Transfer to current provisions 
Balance at the end of year 


The movement in current provisions is as follows: 


Landfill site 
rehabilitation 


Transfer from non-current 

Balance at the beginning of the year 168 421 

Contributions to provision 

Expenditure incurred (168 421) 

Balance at the end of the year 


2008 

R 


168 421 

(168 421) 

168 421 
168 421 
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3 CREDITORS 

Trade creditors and accruals 

Payroll creditors 

Provision for Leave Pay 

Provision for Bonuses (13th cheque) 

Other creditors 

Deposits 

Balance at the end of the year 


2009 2008 

R R 


10 359 149 
7 993 305 
496 593 
281 472 
1 269 953 
14 160 
20 414 633 


8 505 797 
5 465 539 
341 410 


13 460 

14 326 206 


4 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 


Municipal Support Programme - Various 
MSIG Grant 
MIG Grant 


2 305 800 

115 325 

3 000 000 705 000 

3 115 325 3 010 800 


See note 14 for reconciliation of grants from other spheres 
of government. These unspent conditional grants at year end 
are not directly cash backed as required by the MFMA i.e. at year 
end there were no designated investment bank accounts 
supporting these unspent grants, however, these funds were in 
the main account reducing the municipality's bank overdraft limit 
R5m. 
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5 PROPERTY, PLANT AND EQUIPMENT 
At 30 June 2009 

5.1 Reconciliation of Carrying Value 


Description 

Land and 
buildings 

Infrastructure 

Community 

assets 

Capitalised 
leased assets - 

Motor vehicles 

Other assets 

Total 


R 

R 

R 

R 

R 

R 

Carrying values at 1 July 2008 

5 135 557 

6 970 257 

3 

587 710 

3 291 833 

15 985 360 

Cost 

5 135 557 

6 970 257 

3 

587 710 

3 291 833 

15 985 360 

Correction of error 

- 

- 

- 

- 

- 

- 

Revaluation 

- 

- 

- 

- 

- 

- 

Accumulated depreciation: 

- 

- 

- 

- 

- 

- 

Cost 

- 

- 

- 

- 

- 

- 

- Correction of error 







Revaluation 

- 

- 

- 

- 

- 

- 

Acquisitions 

. 

. 

. 

. 

375 001 

375 001 

Capital under construction 

- 

12 857 292 

- 

- 

- 

12 857 292 

Depreciation: 

- 

- 

- 

- 

- 

- 

based on cost 

- 

- 

- 

- 

- 

- 

based on revaluation 

- 

- 

- 

- 

- 

- 

Carrying value of disposals: 

(1) 

- 

- 

- 

(18 001) 

(18 002) 

Cost/revaluation 

(1) 

- 

- 

- 

(18 001) 

(18 002) 

Accumulated depreciation 

- 

- 

- 

- 

- 

- 

Impairment loss 

- 

- 

- 

- 

- 

- 

Cost/revaluation 

- 

- 

- 

- 

- 

- 

Accumulated depreciation 

- 

- 

- 

- 

- 

- 

Other movements 

(3) 





(3) 

Carrying values at 30 June 2009 

5 135 554 

19 827 549 

3 

587 710 

3 648 833 

29 199 649 

Cost 

5 135 554 

19 827 549 

3 

587 710 

3 648 833 

29 199 649 

Revaluation 

- 

- 

- 

- 

- 

- 

Accumulated depreciation: 

- 

- 

- 

- 

- 

- 

Cost 

- 

- 

- 

- 

- 

- 

Revaluation 

- 

- 

- 

- 

- 

- 
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5 PROPERTY, PLANT AND EQUIPMENT 
At 30 June 2008 

5.1 Reconciliation of Carrying Value 


Description 

Land and 
buildings 

Infrastructure 

Community 

assets 

Capitalised 
leased assets - 

Motor vehicles 

Other assets 

Total 


R 

R 

R 

R 

R 

R 

Carrying values at 1 July 2007 

5 135 558 

3 720 514 

3 

587 710 

8 285 428 

17 729 213 

Cost 

5 135 558 

3 720 514 

3 

587 710 

8 285 428 

17 729 213 

Correction of error 

- 

- 

- 

- 

- 

- 

Revaluation 

- 

- 

- 

- 

- 

- 

Accumulated depreciation: 

- 

- 

- 

- 

- 

- 

Cost 

- 

- 

- 

- 

- 

- 

- Correction of error 

- 

- 

- 

- 

- 

- 

Revaluation 

- 

- 

- 

- 

- 

- 

Acquisitions 

. 

. 

. 

. 

218 166 

218 166 

Capital under construction 

- 

3 249 743 

- 

- 

- 

3 249 743 

Increases/decreases in revaluation 

- 

- 

- 

- 

- 

- 

Depreciation: 

- 

- 

- 

- 

- 

- 

based on cost 

- 

- 

- 

- 

- 

- 

based on revaluation 

- 

- 

- 

- 

- 

- 

Carrying value of disposals: 

(1) 

- 

- 

- 

(5 211 761) 

(5 211 762) 

Cost/revaluation 

(1) 

- 

- 

- 

(5 211 761) 

(5 211 762) 

Accumulated depreciation 

- 

- 

- 

- 

- 

- 

Impairment loss 

- 

- 

- 

- 

- 

- 

Cost/revaluation 

- 

- 

- 

- 

- 

- 

Accumulated depreciation 

- 

- 

- 

- 

- 

- 

Other movements 






- 

Carrying values at 30 June 2008 

5 135 557 

6 970 257 

3 

587 710 

3 291 833 

15 985 360 

Cost 

5 135 557 

6 970 257 

3 

587 710 

3 291 833 

15 985 360 

Revaluation 

- 

- 

- 

- 

- 

- 

Accumulated depreciation: 

- 

- 

- 

- 

- 

- 

Cost 

- 

- 

- 

- 

- 

- 

Revaluation 

- 

- 

- 

- 

- 

- 
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5 PROPERTY, PLANT AND EQUIPMENT 

5.2 Property, plant and equipment pledged as security 


Property description 

Pledged in favour 
of: 

Value of 

encumberement 

Erven 330 and 331 Port St Johns being Vacant Plots 
zoned for general business use, measuring 771 and 

784 square metres respectively with a combined 
market value of R489,000. 

Meeg Bank Limited 

250 000 

Erf 257 being the municipal town hall with the land 
measuring 559 square metres and the property with 
a market value of R3, 448, 000. 

Meeg Bank Limited 

1 000 000 

Erf No.l Port St J ohns being the Sports Field with a 
market value of R807,000. 

Meeg Bank Limited 

800 000 



2 050 000 





PORT ST JOHNS LOCAL MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
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INVESTMENT PROPERTIES CARRIED AT NOMINAL Total Municipal 

6 VALUE Properties 

Opening balance 

Transfer from Property, Plant and Equipment 3 


Closing balance 3 


The three municipal properties representing investment 
properties are in accordance with the accounting policy 
carried at nominal value. 


7 INVENTORY 

Consumable stores at cost 
Maintenance materials at cost 


154 134 74 923 

- 37 343 

154 134 112 266 
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2009 

R 

2008 

R 

CONSUMER DEBTORS 


Gross 

Provision for 

Net 

As at 30 June 2009 

Service debtors 

balance 

bad debts 

balances 

Rates 

9 255 445 

7 227 321 

2 028 124 

Refuse 

2 292 726 

1 937 618 

355 108 

Property lease 

1 085 222 

1 085 222 

- 

As at 30 June 2008 

Service debtors 

12 633 393 

10 250 161 

2 383 232 

Rates 

7 057 855 

4 664 266 

2 393 589 

Refuse 

853 618 

587 464 

266 153 

Property lease 

1 220 547 

839 987 

380 560 


9 132 020 

6 091 717 

3 040 303 

Rates: Aqeinq 

Current 


(203 602) 

- 

0 - 30 days 


178 548 

160 372 

31 - 60 days 


111 327 

1 685 143 

61 - 90 days 


242 317 

143 992 

91 -120 days 


182 952 

186 213 

121 - ISOdays 


1 372 722 

547 148 

+ 150 days 


7 371 181 

4 334 987 

Total 


9 255 445 

7 057 855 

Refuse: Aqeinq 

Current 


118 446 

53 772 

0 - 30 days 


136 261 

53 296 

31 - 60 days 


68 031 

101 733 

61 - 90 days 


536 879 

51844 

91 -120 days 


101 140 

50 722 

121 - 150 days 


42 503 

155 202 

+ 150 days 


1 289 466 

387 049 

Total 


2 292 726 

853 618 
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2009 2008 

R R 


8 CONSUMER DEBTORS (Cont.) 


Property Lease: Ageing 


Current 

(79 483) 

37 373 

0 - 30 days 

2 617 

22 111 

31 - 60 days 

1308 

1309 

61 - 90 days 

2 617 

3 185 

91 -120 days 

2 617 

2 617 

121 - 150 days 

1308 

1309 

+ 150 days 

1 154 238 

1 152 643 

Total 

1 085 222 

1 220 547 

Grand-total consumer debtors 

12 633 393 

9 132 020 


Councillors and staff owing 90 days and above: 

Rates 

Refuse 

Total 

Mtambeki Z 

1 008 

1524 

2 532 

DIanjwa NP 

2 584 

6 563 

9 147 

Vapi BP 

23 203 

6 875 

30 078 

Mtakati MW 

4 109 

1 677 

5 786 

Qikani JT 

20 088 

6 077 

26 165 


50 992 

22 716 

73 708 


OTHER DEBTORS 



Other 

58 833 

2 754 283 

VAT 



Vat receivable 

5 180 593 

2 030 980 


VAT is payable on a receipt basis. Only once payment is 
received from debtors is VAT paid over to SARS. 
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2009 2008 

R R 


11 CALL INVESTMENT DEPOSITS 
Financial instruments 


IDP Fund 

367 

361 

Disaster Fund 

353 

348 

Aids Awareness Fund 

532 

521 

MSP Call Deposit 

866 

846 

Mayoral Discretionary Fund 

874 

854 

Youth Development Fund 

92 

95 

Free Basic Services Fund 

8 

12 

Local Economic Development Fund 

887 

867 

Standard Bank Revolving Fund 

7 854 

8 103 

MIG Cheque Account 

801 

907 

Meeg Revolving Fund 

204 462 

488 822 

Meeg Bank 32 Day Notice Deposit 

1437 

31 166 

Investment call accounts 

218 534 

532 902 

BANK, CASH AND OVERDRAFT BALANCES 



The Municipality has the following bank accounts: 



Current Account fPrimarv Bank Account) 



Meeg Bank - Port St Johns Branch - Account Number 



Account Number 4052439958 



Cash book balance at the beginning of the year - overdrawn 

(5 779 807) 

(8 091 826) 

Cash book balance at the end of the year - overdrawn 

(1 473 008) 

(5 779 807) 

Bank statement balance at the beginning of the year - overdrawn 

(5 779 807) 

(8 088 648) 

Bank statement balance at the end of the year - overdrawn 

(1 473 008) 

(5 779 807) 

Current Account 



Standard Bank - Lusikisiki - Account Number 280790007 



Cash book balance at the beginning of the year 

1 102 

(1 827) 

Cash book balance at the end of the year 

199 743 

1 102 

Bank statement balance at the beginning of the year - 

1 102 

(1 827) 

Bank statement balance at the end of the year 

199 743 

1 102 
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2009 

R 

2008 

R 

12 BANK, CASH AND OVERDRAFT BALANCES (Cont.) 

12.3 Petty cash balance 

147 

1 000 

Bank and cash balance 

13 PROPERTY RATES 

199 889 

2 102 

Actual 

Residential 

1 283 493 

1 157 874 

Commercial 

928 996 

786 533 

State 

675 104 

945 114 

Total assessment rates 

2 887 593 

2 889 521 

Prooertv valuations 

Residential 

41 896 772 

41 896 772 

Commercial 

28 460 093 

28 460 093 

State 

34 198 228 

34 198 228 

Municipal 

7 430 992 

7 430 992 

Total property valuations 

Valuations on land and buildings are performed every four years. 

The last valuation came into effect on 01 July 2007. A general 
rate of R0.03 Is applied to property valuations to determine the 
assessment rates. Rates are levied on an annual basis on property 
owners. 

111 986 085 

111 986 085 

14 SERVICE CHARGES 

Refuse removal 
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15 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 

Municipal Suppport Programme - Various 

Municipal Suppport Programme - Administrative 

Municipal Finance Managent Grant 

IDP Development Grant 

MIG Grant 

MSIG Grant 

Department of Transport Special Grant 
Environmental Management Plan Grant 
Independent Electoral Commission Grant 
MFMA Support Grant 

Total government grants and subsidies 

15.1 Equitable share 

In terms of the Constitution, this grant is used to subsidise the 
provision of basic services to indigent community members. 
As part of this service, the municipality provides free basic 
electricity through a formalised mechanism through Eskom. 

15.2 Municipal Support Programme - Various 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

15.3 Municipal Support Programme - Administrative 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

15.4 Municipal Finance Management Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

15.5 IDP Development - Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 
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2009 


110 000 
(110 000) 


2008 


R 


R 

27 602 

807 

21 718 987 

2 305 

800 

300 000 


- 

5 000 000 

250 

000 

500 000 

110 

000 

200 000 

10 589 

000 

4 404 234 

619 

675 

734 000 

8 685 

460 

- 

216 

580 

- 

698 

600 

- 

200 

000 


51 277 922 

32 857 221 


2 305 800 

2 605 800 
(2 305 800) (300 000) 

2 305 800 


5 000 000 
(5 000 000) 


250 000 500 000 

(250 000) (500 000) 


200 000 
(200 000) 
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2009 2008 

R R 


15 GOVERNMENT GRANTS AND SUBSIDIES (continued) 

15.6 MIG Grant 


Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

This is an infrastructure support grant. Conditions yet to be 
met are that the municipality must still utilise this funding for 
Capital expenditure purposes and that this amount represents 
the first tranche of the 2009/10 Infrastructure Grant. 

15.7 MSIG Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

This is a systems development / capacity building grant 
intended to support the municipality as a whole. The unspent 
portion (15.6%) of the grant represents the remainder of 
capacity building inititiave overalapping into the 2009/10. 

15.8 Provincial Department of Transport Special Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 

15.9 Environmental Management Plan Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 


705 000 

- 

12 884 000 

5 109 234 

(10 589 000) 

(4 404 234) 

3 000 000 

705 000 


735 000 

734 000 

(619 675) 

(734 000) 

115 325 

- 


8 685 460 

- 

(8 685 460) 

- 




216 580 

_ 

(216 580) 

- 

- 

- 
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15 GOVERNMENT GRANTS AND SUBSIDIES (continued) 

15.10 Independent Electoral Commission Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 


15.11 MFMA Support Grant 

Balance unspent at the beginning of the year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - transferred to liabilities 


2009 2008 

R R 


698 600 

- 

(698 600 ) 

- 

- 

- 


200 000 

_ 

(200 000 ) 

- 

- 

- 
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2009 2008 

R R 

16 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and wages 

Employee related costs - Contributions for UIF, 

Provident Fund, Medical Aids and SDL 

Travel, motor car, accommodation, subsistence 
and other allowances 

Overtime payments 

Provision for Leave Pay 

Provision for Bonus 

12 275 188 

2 683 254 

1 657 958 

76 468 

155 183 

281 472 

12 506 244 

2 694 870 

893 848 

88 565 

341 410 

Total employee related costs 

17 129 523 

16 524 937 

Remuneration of the Municipal Manager 

Annual remuneration 

Car allowance 

Contribution to UIF and related Items 

541 990 

162 228 

1 539 

545 348 

132 502 

1 987 


705 757 

679 837 

Remuneration of the Chief Finance Officer 

Annual remuneration 

Car allowance 

Contribution to UIF and related Items 

398 709 

176 261 

1 991 

324 718 

129 346 

2 636 


576 961 

456 699 

Remuneration of the Manager - Corporate Services 

Annual remuneration 

Car allowance 

Contribution to UIF and related Items 

437 366 

180 042 

4 083 

442 979 

130 486 

2 633 


621 491 

576 098 

Remuneration of the Engineering Manager 

Annual remuneration 

Car allowance 

Contribution to UIF and realted items 

436 320 

141 412 

4 371 

409 561 

120 827 

3 708 


582 103 

534 095 

Remuneration of the Local Economic Development Manager 

Annual remuneration 

Car allowance 

Contribution to UIF and realted items 

436 440 

145 048 

4 371 

440 515 

130 485 

3 298 


585 859 574 298 
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2009 

2008 



R 

R 

17 

REMUNERATION OF COUNCILLORS 




Mayor 

522 934 

445 847 


Speaker 

465 222 

356 678 


Exco members 

1 038 609 

1 103 467 


Councillors 

3 921 415 

3 110 103 


Total councillors' remuneration 

5 948 180 

5 016 095 

18 

INTEREST PAID 




Finance leases 

_ 

87 727 


Bank overdraft 

467 800 

853 605 


Outstanding payments 

- 

1 213 768 


Total interest on external borrowings 

467 800 

2 155 100 

19 

CHANGE IN ACCOUNTING POLICY - IMPLEMENTATION OF 

GRAP 




In the previous financial year, the following adjustments were made 
to amounts previously reported in the annual financial statements of 
the Municipality arising from the implementation of GRAP. 



19.1 

Statutory, Trust and Project Funds 




Balances previously reported: 




Statutory funds 


1 182 279 


Trust funds 


2 978 


Projects funds 


3 238 


Total 


1 188 495 


Implementation of GRAP 




Transferred to Accumulated Deficit 


1 188 495 
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2009 

R 

19 CHANGE IN ACCOUNTING POLICY - IMPLEMENTATION OF 
GRAP 

The following adjustments were made to amounts previously 
reported in the annual financial statements of the Municipality 
arising from the implementation of GRAP: 

19.2 Loans Redeemed and Other Capital Receipts 
Balances previously reported: 

Implementation of GRAP 

Transferred to the Capitalisation Reserve 

19.3 Property, Plant and Equipment 
Balances previously reported: 

Implementation of GRAP 

Infrastructure and other assets (at nominal value) not 
recorded now credited to the Accumulated Deficit 
(see 19.4 below) 

19.4 Accumulated deficit 

Previously reported balance - accumulated deficit (30 June 2007) 

Transferred from statutory, project and trust funds (note 19.1) 

Nominal value of Property, plant and equipment previously not recorded 
Correction of 2006/07 errors 

Revised closing balance - 30 June 2007 
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2008 

R 


21 302 226 


21 302 226 


10 


(9 777 697) 
1 188 495 
10 

(5 302 614) 

(13 891 806) 
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2009 2008 

R R 


20 CHANGE IN ACCOUNTING POLICY 

The following adjustments were made to amounts previously 
reported in the annual financial statements of the municipality 
arising from the implementation of new accounting policies and 
changes to existing policies: 

20.1 Provision for the landfill site rehabilitation 168 421 


Previously this provision was not made in the annual financial 
statements. 


21 CORRECTION OF ERROR 

Final clean up of the debtors control account, being a 
reversal of uncleared bistorical credit balances in tbe 


debtors control account. 

(4 797 294) 

Correction of technical system genenerated errors in tbe 
prior year affecting tbe receivables 

(3 456 537) 

Net effect on deficit 

(8 253 831) 


CASH GENERATED BY OPERATIONS 

Surplus for tbe year 

3 081 433 

3 092 863 

Adjustment for: 

Loss / (gain) on disposal of property, plant and equipment 

18 001 

(8 799 999) 

Change in accounting policy 

- 

(168 421) 

Correction of error 

8 253 831 

- 

Investment income 

(26 561) 

(22 966) 

Interest paid 

467 800 

1 738 794 

Operating surplus / (deficit) before working capital 
changes: 

11 794 503 

(4 159 728) 

Increase in inventories 

(41 868) 

(112 266) 

Decrease in consumer debtors 

657 071 

245 058 

Decrease / (increase) in other debtors 

2 695 450 

(2 592 693) 

Increase in unspent conditional grants and receipts 

104 525 

3 010 800 

Increase in creditors 

6 088 427 

2 829 951 

Decrease / (increase) in provisions 

(168 421) 

168 421 

Increase in VAT refundable 

(3 149 613) 

(619 706) 

Decrease in current portion of long-term receivables 

- 

80 544 

(Decrease) / Increase in current portion of long-term liabilities 

(243 469) 

11 388 

Cash generated by / (utilised in) operations 

17 736 605 

(1 138 231) 
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2009 2008 

R R 

23 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow 
statement comprise the following statement of amounts 
indicating financial position: 

Bank balances and cash 199 889 

Call investment deposits 218 534 

Bank overdraft (1 473 008) 

Total cash and cash equivalents (1 054 586) 


2 102 
532 902 
(5 779 807) 

(5 244 803) 


24 UNAUTHORISED, IRREGULAR, FRUITLESS AND 
WASTEFUL EXPENDITURE DISALLOWED 

24.1 Unauthorised expenditure 

Reconciliation of unauthorised expenditure: 

Opening balance 

Unauthorised expenditure current year 
Approved by Council or condoned 
Transfer to receivables for recovery 
Unauthorised expenditure awaiting authorisation 


Incident 

Disciplinary steps / 
criminal proceedings 

N/A 

None. 
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For the year ended 30 June 2009 


24 UNAUTHORISED, IRREGULAR, FRUITLESS AND 
WASTEFUL EXPENDITURE DISALLOWED 

24.2 Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure: 
Opening balance 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
Transfer to receivables for recovery 
Irregular expenditure awaiting condonement 


2009 2008 

R R 


867 073 2 024 864 

(2 024 864) 


867 073 


Incident 

Disciplinary steps / 
criminal proceedings 

The municipality has been facing financial difficulties for the 
last few years. As a result, defaulting on payment terms has 
not been avoidable. However, in comparison to the prior 
year, the municipality is on the mend as the level of interest 
and penalties paid and payable has declined quite 
substantially. An amount of R373,657 was incurred in 
respect of penalties and interest charged by SARS. However 
negotiations to have the penalties and interest waived or at 
least reduced are ongoing. 

N/A 

For similar reasons a number of supplier accounts were in 
arrears resulting in the incurring of interest charges to the 
extent of R25 615.57 during the year. 


As a result of the financial difficulties referred to above, the 
municipality has had to make continued use of a bank 
overdraft facility, thus incurring interest to the tune of 

R467,800. 
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R R 

24 UNAUTHORISED, IRREGULAR, FRUITLESS AND 

WASTEFUL EXPENDITURE DISALLOWED (continued) 

24.3 Irregular expenditure 

Reconciliation of irregular expenditure: 

Opening balance 

Irregular expenditure current year 1 862 611 1 452 953 

Approved by Council or condoned 

Transfer to receivables for recovery - not condoned 

Irregular expenditure awaiting authorisation 1 862 611 1 452 953 


Incident 

Disciplinary steps / 
criminal proceedings 

On the 23rd of February 2009 a payment amounting to 
Rl, 050, 000 in respect of Project MIG 15884 was made 
by the Municipality, yet the accompanying payment 
authorisation form was not signed by Chief Financial 
Officer as evidence of authorising such payment, thus 
rendering the payment unauthorised. 

Not applicable. 

A number of payments were not matched by the 
required 3 quotations as required by the Supply 

Chain Management Policy, instead only one 
quotation was at hand and the process had neither 
been endorsed nor approved by the CFO, thus 
rendering such expenditure as irregular. The total 
amount is R351,400. 

Not applicable. 

A handful of orders were not authorised by the 
designated person in the Budget and Treasury 

Office, accordingly, expenditure incurred in respect 
of such orders constitutes irregular expenditure. 

The amount involved is R267,289. 

Not applicable. 

Payments without orders totalled R193 922. 
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25 ADDITIONAL DISCLOSURES IN TERMS OF 
MUNICIPAL FINANCE MANAGEMENT ACT 


2009 2008 

R R 


25.1 Contributions to organised locai government 


Opening balance 

83 000 

- 

Council subscriptions 

- 

156 971 

Amount paid - current year 

(83 000) 

(73 971) 

Amount paid - previous years 

- 

- 

Balance unpaid (included in creditors) 

* The 2008/09 amount of R83, 000 was billed in April 2008 
bence part of creditors at year end. 


83 000 

25.2 Audit fees 

Opening balance 

698 819 

165 994 

Current year audit fee 

1 064 672 

698 819 

Amount paid - current year 

- 

- 

Amount paid - previous years 

- 

(165 994) 

Balance unpaid (included in creditors) 

25.3 VAT 

VAT input receivables are shown in note 11. 

1 763 491 

698 819 


25.4 PAYE and UIF 



Opening balance 

4 789 836 

2 729 369 

Current year payroll deductions 

2 500 295 

2 360 688 

Amount paid - current year 

- 

- 

Amount paid - previous years 

(667 416) 

(300 220) 

Balance unpaid (included in creditors) 

6 622 715 

4 789 836 
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25 ADDITIONAL DISCLOSURES IN TERMS OF 

MUNICIPAL FINANCE MANAGEMENT ACT (continued) 


25.5 OPERATING LEASES 

At the reporting date the municipality has outstanding commitments 
under operating leases which fall due as follows: 

Operating leases - lessee 

Within one year 

In the second to fifth year inclusive 
After five years 

Total 


Operating leases consists of the following: 

Operating lease payments represents two categories of 
payments being rentals payable by the municipality for 
various units of the office equipment and monthly amounts 
payable in respect of cellular phone equipment as utilised 
by the councilors and the relevant members of staff. 
Leases for office equipment are negotiated for an average 
term of 5 years and the rental payable is generally fixed. 
Cellular phone equipment contracts have a 24month 
duration. 


Operating leases - lessor 

Minimum lease payments due 

Within one year 

In the second to fifth year inclusive 
After five years 

Total 


Operating Leases consists of the following: 

The Municipality's investment property is primarily held to 
generate rental income. Lease agreements are renewed 
and are renewable on an annual basis. 


258 600 


258 600 


413 350 162 146 

140 067 262 586 


553 417 424 732 
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2009 

R 

2008 

R 

25 

ADDITIONAL DISCLOSURES IN TERMS OF 

MUNICIPAL FINANCE MANAGEMENT ACT (continued) 



25.6 

Pension and Medical Aid Deductions 




Opening balance 

Current year payroll deductions and council contributions 

Amount paid - current year 

Amount paid - previous years 

Interest on arrears 

4 365 715 
(3 544 594) 

2 697 859 

4 497 823 
(2 697 859) 

(4 497 823) 


Balance unpaid (included in creditors) 

821 121 

- 

26 

RETIREMENT BENEFIT INFORMATION 




The municipality has a retirement contribution plan to which 
all qualifying employees belong. 



27 

CONTINGENT LIABILITY 




Nature of claim and commencement of claim 

Amount 

claimed 



The municipality has an ongoing historical dispute with respect to an 
amount being claimed by a former service provider to the municipality 
now being collected by the said service provider's lawyers. To date an 
amount approximating 60% of the total claim of Rl, 298, 915-14 has 
been paid by the municipality. The remaining amount of R524, 436-19 
is the amount under dispute that has been referred to a court of law for 
a potential settlement. The municipality considers the case to be 
winnable. 

524 436 


28 

EVENTS AFTER THE REPORTING DATE 




There are no events subsequent to the reporting date that require 
reporting. 



29 

COMPARISON WITH THE BUDGET 




The comparison of the Municipality's actual financial performance 
performance with that budgeted is set out in Appendix E(l). 
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PORT ST J OHNS LOCAL MUNI Cl PALITY 


APPENDIX A 

SCHEDULE OF EXTERNAL LOANS AS AT 30 J UNE 2009 


EXTERNAL LOANS Loan Redeemable 

Number 

Balance at 
30/06/08 

Received 
during the 
year 

Redeemed / 
written off 
during the 
year 

Baiance at 
30/06/09 

LEASE LIABILITY 

Mercedes Benz ML350 30-1957-2774 30 J une 200S 

R 

R 

R 

R 

243 470 


243 470 
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APPENDIX B 

ANALYSI S OF PROPERTY PLANT AND EQUI PMENT AS AT 30 J UNE 2009 























































PORT ST JOHNS LOCAL MUNICIPALITY 

APPENDIX C 

SEGMENTAL ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT 
FOR THE YEAR ENDED 30 JUNE 2009 
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Cost / Revaluation 

Accumulated Depreciation 

Carrying 

value 

Opening 

Balance Additions 

Under 

Construction 

T ransfer / 
Disposals 

Closing 

Balance 

Opening 

Balance Additions 

Disposals 

Closing 

Balance 



R 

R 

R 

R 

R 

R 

R 

R 


R R 

Executive & Council 

6 661 478 



3 

6 661 475 





6 661 475 

Finance & Admin 

467 622 

375 001 

- 

18 001 

824 622 

- 



- 

824 622 

Planning & Development 

55 938 

- 

- 

- 

55 938 

- 



- 

55 938 

Community & Social Services 

96 513 

- 

- 

- 

96 513 

- 



- 

96 513 

Public Safety 

190 234 

- 

- 

- 

190 234 

- 



- 

190 234 

Waste Management 

686 350 

- 

- 

- 

686 350 

- 



- 

686 350 

Road Transport 

7 827 225 

- 

12 857 292 

- 

20 684 517 

- 



- 

- 20 684 517 

Total 

15 985 360 

375 001 

12 857 292 

18 004 

29 199 649 

- 

- 


- 

- 29 199 649 


58 


PORT ST JOHNS LOCAL MUNICIPALITY 

APPENDIX E(l): UNAUDITED 

Actual versus budget (Revenue and expenditure) 

For the year ended 30 June 2009 


REVENUE 

2009 

Actual 

Property rates 

2 887 593 

Service charges - refuse 

802 589 

Rental of facilities 

65 581 

Interest earned on external investments 

26 561 

Interest earned on outstanding debtors 

- 

Fines 

11 519 

Licences and permits 

67 422 

Government grants and subsidies 

51 277 922 

Other income 

177 692 

Gains on disposal of property, plant and equipment 


Total Revenue 

55 316 879 

EXPENDITURE 


Executive and Council 

14 249 660 

Corporate Services 

8 480 948 

Budget and Treasury 

14 134 940 

Local Economic Development 

3 472 169 

Engineering and planning 

7 635 240 

Community and Social services 

4 262 489 

Total Expenditure 

52 235 446 

NET SURPLUS FOR THE YEAR 

3 081 433 
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2009 

2009 

2009 

Explanation of significant Variances 

Budaet 

Variance 

Variance % 


1 089 000 

1 798 593 

165% 

The budget included additional revenue 




anticipated from consumer debtors. 

180 000 

622 589 

346% 


120 000 

(54 419) 

-45% 


- 

26 561 

100% 


- 

- 

100% 


- 

11 519 

100% 


- 

67 422 

100% 


39 901 000 

11 376 922 

29% 

The municipality received substantially more 

540 000 

(362 308) 

-67% 

grants than was allowed for in the budget due 




to various proactive municipal initiatives. 

_ 

- 

100% 


41 830 000 

13 486 879 

32% 


10 689 000 

-3 560 660 

-33% 

On the whole the budget has been exceeded 

4 165 000 

(4 315 948) 

-104% 

due to higher level of municipal activity during 

2 939 000 

(11 195 940) 

-381% 

the financial year, the key factor being the 

1 793 000 

-1 679 169 

-94% 

fact that the municipality did not overspend its 

15 049 000 

7 413 760 

49% 

total funding received. 

7 195 000 

2 932 511 

41% 


41 830 000 

-10 405 446 

-25% 


- 

3 081 433 

-100% 




































